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Net Sales 


Cost of Merchandise Paid Out to Farmers and Other 

Suppliers of Goods 

Net Total of Manufacturing, Warehousing, Operating and 
Administrative Expenses, Other Charges, Provisions for 
Taxes on Income, Less Other Income 


Net Profit 

Dividends to Holders of Preferred Stock 
Dividends per Share to Holders of Preferred Stock 
Net Profit Applicable to Common Stock 
Net Profit Applicable to Common Stock per Share* * 
Dividends to Common Stockholders 
Dividends per Share of Common Stock 



Number of New Stores Opened During the Year 


Number of Stores Closed During the Year 


Number of Stores in Operation at End of Year 


*Based on average number of shares outstanding during the year. 


$1,178,702,381 


$997,421,628 


$171,302,522 

$9,978,231 

$973,780 

$5.00 

$9,004,451 

$3.50 

$2,570,646 













REPORT OF PRESIDENT LINGAN A. WARREN 


TO THE STOCKHOLDERS 


This Report covers the results of the 1948 operations of Safeway 
Stores, Incorporated and its consolidated subsidiaries. 

The Consolidated Balance Sheet and Consolidated Profit and Loss and 
Surplus Statements for your company and certain subsidiaries sub¬ 
mitted herewith do not include the results of the operations of the 
Canadian subsidiaries, of Cortland Equipment Lessors, Incorporated 
or of Salem Commodities, Incorporated. The interest of your com¬ 
pany in these corporations has been treated as an investment and the 
profits ate reflected only to the extent of dividends declared. Finan¬ 
cial statements for the subsidiaries omitted from the Consolidated 
Balance Sheet are bound with this report for your information. 

Safeway’s 1948 business year covered a period of 53 weeks as com¬ 
pared with 52 weeks in 1947. An additional week is included each 
sixth year in order to adjust the business year to the calendar year. 

SPa/eA and The net sa ^ es y° ur company and its consolidated subsidiaries in 

the United States during 1948 were $1,178,702,381, an increase of 
13.58% over the net sales of the same operations in 1947. In 1948 
the sales of subsidiaries not consolidated were $9,113,405 in the 
United States and $88,977,036 in Canada. Combined sales during 
1948 for your company and all subsidiaries in the United States and 
Canada were $1,276,792,822. This represents an increase of $159,- 
727,451 or 14.30% over sales for the same operations during 1947. 

The table on page 5 shows the dollar amount of sales to the public 
and the number of retail stores and meat sections operated each year 
from 1934 to 1948 inclusive. The United States retail sales. United 
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States wholesale sales, Canadian retail sales and Canadian wholesale 
sales are shown in separate columns in order to accurately reflect the 
growth in retail sales. The United States wholesale business which 
accounted for a substantial part of your company’s total sales prior 
to 1941 was entirely discontinued by the end of that year. A com¬ 
parison of your- company’s United States retail sales over the same 
15-year period is given in the chart on page 4. 


UNITED STATES (average numlier of stores and 
meat sections in operation) 


1934-1948 


in thousands of dollars 


Year 

RETAIL 
SALES 
Comparable 
to f.94? 
and loiter 
Years 

WHOLE¬ 
SALE 
SALES 
Discontinued 
in 19'ti 

TOTAL 

Percent 
of 1934 
Retail 
Sales 

Retail 

Stores 

Meat 

Sections 

located 

in 

Stores 

1934 . 

. $ 183,252 

$38,597 

$ 221,849 

100% 

3,046 

1,982 

1935 . 

214,495 

54,013 

268,508 

117 

3,136 

2,225 

1936 . 

245,606 

68,916 

314,522 

134 

3,116 

2,325 

1937 . 

271,025 

75,730 

3 16,755 

148 

3,073 

2,473 

1938 . 

276,349 

57,011 

333,360 

151 

2,977 

2,503 

1939 . 

305,972 

40,967 

346,939 

167 

2,749 

2,454 

1940 . 

339,279 

18,611 

357,890 

185 

2,484 

2,^39 

1941 . 

418,887 

8,560 

127,447 

229 

2,504 

2,321 

1942 . 

562,095 

— 

562,095 

307 

2,552 

2,348 

1943 . 

546,508 

— 

546,508 

298 

2,352 

2,277 

1944 . 

609,552 

— 

609,552 

333 

2,322 

2,261 

1945 . 

615,111 

— 

615,111 

336 

2,312 

2,246 

1946 . 

785,574 

— 

785,574 

429 

2,287 

2,235 

1947 . 

. 1,037,797 

— 

1,037,797 

566 

2,260 

2,181 

1948 . 

. 1,178,702 

— 

1,178,702 

643 

2,169 

2,136 


Sates 

CANADA (in Canadian Dollars) 

1934-1948 


• 

in thousands of dollars 



Year 

RET A1L 
SALES 

WHOLESALE 

SALES 

TOTAL 

Percent 
of 1934 
Retail 
Sales 

1934 . 

.$ 8,388 

$12,729 

$21,117 

100% 

1935 . 

.11,985 

14,204 

26,189 

143 

1936 . 

.15,441 

16,215 

31,656 

184 

1937 . 

.17,973 

17,141 

35,114 

214 

1938 . . 

.17,430 

17,465 

34,895 

208 

1939 \ . 

. 20,381 

19,791 

40,172 

243 

1940 . . 

. 24,820 

21,169 

45,989 

296 

1941 . . 


24,245 

52,922 

342 

1942 . . 

. 33,824 

20,615 

54,439 

403 

1943 . , 

.32,416 

14,565 

46,981 

386 

1944 . . 

. 35,037 

17,154 

52,191 

418 

1945 . . 

. 37,869 

17,190 

55,059 

451 

1946 . . 

. 42,568 

19,623 

62,191 

507 

1947 . . 

.51,594 

22,469 

74,063 

615 

1948 . . 

. 67,247 

21,730 

88,977 

802 
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What happened to Safeway’s 1948 sales dollars? 


*100.oo 

TAKEN IN BY SAFEWAY STORES, INCORPORATED 

WAS PAID OUT AS FOLLOWS 

>000000000 

000000000000000 

000000000000000 

000000000000000 

000000000000000 

000000000000000 

*84.62 

Paid Out to Farmers and 
other Suppliers of Goods 


> 000000000 

*9.17 

Paid Out in Salaries, Wages 
and Bonuses 


0000 

* 3.74 

Paid Out for Operating 

Supplies and Other Expenses 


• 0 

*1.03 

Paid Out for All Local, State 
and Federal Taxes 


> 

.52 

1 

Set Aside to Cover Deprecia¬ 
tion and Rental of Equipment 


> 

.07 

Paid Out as Compensation 
i to Elected Officers 


0 
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The net income of your company and its consolidated subsidiaries for 
the year 1948, after provision for United States taxes on income, 
adequate depreciation, equipment rental, interest and other charges 
shown in the statement of Profit and Loss amounted to $9,978,231, 
an increase of 23.15% over net income of $8,102,464, in 1947. 
United States taxes on income for the year 1948 are estimated to be 
$5,275,730. Certain items of costs and expenses incidental to manu¬ 
facturing and warehousing operations which previously have been 
treated as operating expenses were included as cost of sales in the 
Profit and Loss Statements for 1948. As a result, the amounts shown 
in the statements of Profit and Loss for cost of sales and operating 
and administrative expenses are not comparable with the amounts 
given in prior years. These changes, however, do not affect the amount 
of net income shown in the statement. 


After providing for United States taxes on income and preferred 
dividends, the earnings of your company applicable to the common 
stock were $3.50 per share on 2,570,646 shares, the average number 
of shares of common stock outstanding during the year. Dividend 
requirements on the average number of shares of preferred stock 
outstanding during the year were earned 10.25 times. 


Payment of dividends of $2,570,646 on the common stock and 
$973,780 on the preferred stock during 1948 completed 23 consecu¬ 
tive years of uninterrupted dividend payments by the company on its 
common and preferred stocks. The balance of the net earnings, after 
payment of common and preferred stock dividends, was transferred 
to surplus where it will be available to meet the company’s increased 
working capital requirements and to reduce its outstanding bank debt. 
Your management believes that for the present it is advisable and to 
the best interest of the stockholders to continue to use a substantial 
part of its net earnings for these purposes. 


t^inanrtn/ 
it ma/ion 


The total net assets of your company and its consolidated subsidiaries 
as of December 31, 1948, were $81,884,747. On the same date the 
total current assets of your company and its consolidated subsidiaries 
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amounted to $96,347,197, while total liabilities of the company and 
its consolidated subsidiaries amounted to $52,637,771. The ratio of 
current assets to current liabilities as reflected by the Consolidated 
Balance Sheet was 2.95 to 1. Reference is made to the financial state¬ 
ments bound with this report for information as to assets and liabili¬ 
ties of subsidiaries omitted from the Consolidated Balance Sheet. 

The table given below shows the capital and surplus of your company, 
the net assets per share of preferred stock, the book value of the com¬ 
mon stock and the dividends and earnings per share of common stock 
for the last fifteen years. The book value of common stock is computed 
without deducting the premium of $10.00 per share to which the 
preferred stock is entitled upon voluntary or involuntary liquidation. 
The number of shares outstanding at the end of the year has been 
used in determining book values and the average number of shares 
outstanding during the year has been used in computing earnings. 


Capital and Surplus 

BOOK VALUE, DIVIDENDS AND EARNINGS PER SHARE 1934-1948 


Capital Net Assets Book Value Dividends Paid Net Earnings 

and Per Share of Per Share of Per Share of Per Share of 
Surplus Preferred Stock Common Slock* Common Stock* Common Stock* 


1934 

$45,095,479 

$306 

$12.66 

$1.00 

$1.20 

1935 

44,872,007 

314 

12.76 

.83 

1.02 

1936 

46,759,491 

301 

13.06 

1.17** 

1.34 

1937 

47,334,239 

298 

13.16 

.83** 

.87 

1938 

48,407,475 

314 

13.84 

.67 

1.34 

1939 

51,075,334 

308 

14.26 

1.50** 

2.20 

1940 

53,286,166 

287 

14.38 

1.17 

1.59 

1941 

60,007,566 

270 

14.87 

1.17 

1.64 

1942 

60,154,048 

280 

15.23 

1.00 

1.35 

1943 

61,453,200 

288 

15.78 

1.00 

1.56 

1944 

62,564,498 

299 

16.40 

1.00 

1.63 

1945 

63,604,685 

311 

16.97 

1.00 

1.59 

1946*** 

71,901,081 

359 

20.18 

1.00 

4.09 

1947*** 

75,947,136 

388 

21.92 

1.00 

2.76 

1948*** 

81,884,749 

428 

24.41 

1.00 

3.50 


•Number of shares for each year adjusted to reflect 3-for-l stock split-up effected April 12, 1945. 
••Paid in part in five percent preferred stock. 

•••Excluding subsidiaries not consolidated. 






A Review of 1948 Operations 


OPERATIONS 


All branches of the business were reviewed by your management in 
1948 and steps were taken to eliminate unnecessary expense and to 
discontinue operations which were found to be no longer necessary, 
desirable or profitable. 




The year 1948 gave our free-standing supplier and service depart¬ 
ments, or companies, an opportunity to demonstrate their peacetime 
value as procurement and service specialists for the company. These 
departments were organized during the war and prior to 1948 had 
as their principal duties the procurement of scarce merchandise, ma¬ 
terials and skilled workmen. Our experience in 1948 proved that 
these companies have as great a value under normal supply conditions 
as they had during the war. The return to normal supply conditions 
has made it possible to reduce the cost of these operations through a 
consolidation of offices and a better use of personnel. 




Your company has discontinued the operation of all except two of 
its meat slaughter plants and has greatly curtailed its cattle feeding 
program. The slaughter plants were of great value when an adequate 
supply of meat could not be obtained from outside sources. Supply 
conditions are now such that the company can purchase ample quanti¬ 
ties of fresh and smoked meats on the open market. Safeway’s sup¬ 
plier operations enable it to obtain supplies on a nation-wide basis 
and to enjoy the benefit of all favorable supply and price conditions. 


* J /k4'/€u/ The trend in the retail food business is toward larger volume and 

more efficient stores. For example, fifteen years ago the location plans 
of your company in some areas called for ten stores where only one 
would be operated today. The management has continued to review 
the company’s retail locations and to close stores which are undesir¬ 
able from the standpoint of facilities or volume. It has also eliminated 
stores where a substantial part of the business could be transferred 
to other more favorably situated locations. The resulting increase in 
volume has enabled the remaining stores to enjoy lower operating 
costs and to provide a better service for their customers. 


Your company has refrained from entering upon an extensive build¬ 
ing campaign as excessive present day building costs, when reflected 




in rents, could place it in a disadvantageous competitive position at 
a later date. It has, however, constructed retail facilities at locations 
where the potential is sufficient to insure a reasonable rental percent¬ 
age over the lease term. Since these stores are situated in localities 
where the population density forecasts a large volume of business 
the size of the buildings and parking areas has been increased over 
the previous standard. A total of 19 retail store locations were com¬ 
pleted during 1948 under the company’s building program. 

Safeway has carried on an extensive modernization program for 
existing stores. Store fronts have been remodeled, additional sales 
room and stockroom space has been added and the fixture arrange¬ 
ment has been changed in order to provide a more efficient and 
economical operation. A new checkstand developed by your com¬ 
pany’s research department has proved efficient and where installed 
has speeded up the passage of customers through the store by reduc¬ 
ing the time required to check out purchases. 

&OC€/& Frozen fruits and vegetables have now become sufficiently popular 
in certain areas to require that they be carried in stock by all food 
stores which desire to provide adequate service for their customers. 
Equipment for the sale of these products has been installed by your 
company in a selected group of stores in such areas. While it is still 
too early to predict the sales increase to be obtained from this new 
business, it appears that the results will justify the installation of 
equipment in a substantial number of stores. 


'iDcnfoolb 


Refinement in its controls over inventories, bank accounts and billing 
procedures enabled your company to substantially reduce its outstand¬ 
ing loans and improve its current asset ratio in 1948. It is believed 
that an extension of these practices will make a further improvement 
in the company’s financial position possible during 1949. 




The Federal anti-trust suit against your company and a number of 
its subsidiaries, officers and employees referred to in previous annual 
reports was settled by stipulation before trial through the entering of 
nolo contendere pleas. While the management believed that a trial 
would result in a complete vindication on all charges, the fact that 
the principal executive officers would be taken away from their duties 
for extended periods of time and the company obligated for large 
expenses and attorney fees, forced it to conclude that business judg¬ 
ment demanded a settlement of the action. 


The stockholders’ representative actions referred to in previous 
annual reports are now in the course of trial. 


c (o/i€iin ZjPt&ie 
£Taxe& 


The 1949 session of the Idaho legislature has repealed the discrim¬ 
inatory chain store tax law in that state. The Montana, Nebraska and 
New Mexico legislatures have rejected chain store tax bills in those 
states. 


€i/ Hie During 1948 a total of 25 retail stores and 26 meat sections were 
c / /> // V/ opened, and 174 retail stores and 167 meat sections were closed in 

U r * ** * the United States. In addition, 4 retail stores, all of which contained 

meat sections, were closed by Canada Safeway Limited. As of Decem¬ 
ber 31, 1948 your company operated 2,103 retail stores in which 
were located 2,075 meat sections, in the United States. Additional 
facilities included 23 principal grocery warehouses, 18 produce 
warehouses, 14 bakeries, 7 fluid milk plants, 6 coffee roasting plants 
and 9 meat distribution warehouses. On the same date your Canadian 
subsidiaries operated 137 retail stores, all of which contained meat 
sections, 11 principal grocery warehouses, 2 produce warehouses, 
3 bakeries, a fluid milk plant, a coffee roasting plant, 2 fruit and 
vegetable canneries, and a jam and jelly plant. 

The expense of closing vacated stores and the unamortized value of 
leasehold improvements on these stores has been charged against 
current earnings. Leasehold improvements on continuing stores are 
being charged off on an amortized basis. 


PERSONNEL 


C GlOu/l 


On January 1, 1949, a revised company group insurance plan be¬ 
came effective. It provides, for employees, increased maximum life 
insurance, accidental death and dismemberment coverage, weekly 
benefits for loss of income due to accident or sickness, and hospital 
and surgical benefits. In addition, hospital and surgical benefits are 
made available to wives, husbands, and children of employees. Par¬ 
ticipation in the plan is entirely voluntary. Membership in the Safe¬ 
way Employee Association is no longer a requirement to obtain group 
insurance. 


Group insurance in force on employees in the United States amounts 
to $191,244,984 and on their dependents $8,796,660, providing pro¬ 
tection for 27,395 employees (92% of those eligible) and for the 
dependents of 18,857 employees (89% of the eligible employees 
with qualifying dependents). 

In addition, group insurance in force on employees of the Canadian 
subsidiaries of your company amounts to $10,205,893, providing 
protection for 2,031 employees in Canada (94% of those eligible) 



£R,eli\etnen f tfP/an, 


{om/i/oyee6 ' 
fjtfteccitt/tc'n 


^GMi/ienteUioM 


{om/i/oifee 

^Plaining 


font/i/cyeeb 
a& c tff lfye nA 


and for the dependents of 1,086 employees (94% of the eligible 
employees with qualifying dependents). 

Under the old group insurance plan benefits totaling more than 
$5,000,000 were paid to disabled employees and to beneficiaries of 
those who died during the sixteen years from 1933 through 1948. 

The aggregate contribution of your company and all subsidiaries to 
the Safeway Employee Retirement Plan for the United States during 
1948 was $1,461,885. During the same period contributions totaling 
$141,423 were made by Canadian subsidiaries to the Employee Re¬ 
tirement Plan for Canada. Our experience with the Plan to date has 
convinced us that its cost is more than offset by the intangible bene¬ 
fits resulting from improved employee relations. The fact that em¬ 
ployee pension plans are well worth their cost from both a business 
and an employee incentive standpoint is confirmed by the fact that 
additional members of the industry are adopting such benefit plans 
each year. On December 31, 1948, 46 employees were receiving 
retirement benefits under the Plan. 

The Safeway Employees’ Association has recently completed its fif¬ 
teenth year of operation. The Association is owned, financed, and 
managed by employees. It provides recreational programs, emer¬ 
gency loans and other benefits for its more than twenty-six thousand 
members. 

The contingent compensation paid to Division Managers, Zone Man¬ 
agers, District Managers, Retail Location Managers, Head Meat 
Cutters and other executives has served as an incentive for better 
work and has enabled your company to avoid the increase in fixed 
salary commitments which would otherwise have been required. Pay¬ 
ment on this basis has been made without prejudice to the affiliation 
of any of these employees with labor unions. 

The trend toward large volume stores has increased the importance 
of employee training to your company. This is particularly true of 
managers of the larger units who have additional responsibilities for 
store operations and employee supervision. Training schools for em¬ 
ployees are being established in all areas and extensive refresher 
courses have been organized for Store Managers, Head Meat Cutters 
and other executives. These courses are given by trained, full-time 
instructors. 

Your company has continued to encourage its employees to actively 
participate in local community affairs. That this suggestion has been 


widely accepted is shown by the following examples of employee 
activity: 

A store manager in California was elected president of his Optimist Club. 

A store manager in New Mexico was elected president of his Rotary Club. 

A district manager in California was named chairman of his community’s 
Better Business Bureau. 

A store manager in Idaho was elected to the board of directors of his com¬ 
munity’s Commercial Club. 

A store manager in California, after serving two years as town councilman, 
was elected Mayor of his community. 

A store manager in Arizona was elected president of his Lions Club and a 
director of his Chamber of Commerce. 

A supply manager in Oregon was elected president of his Kiwanis Club. 

A division manager in Texas was made director of the Community Chest. 

An employee and public relations manager in California was awarded a 
“Silver Beaver” for distinguished service in the Boy Scouts of America. 

A store manager in California was elected to his community’s Board of 
Education. 

Safeway’s Plans for 1949 


I will not attempt to forecast what your company’s earnings or sales 
volume will be in 1949. These both depend to a large extent on gen¬ 
eral economic conditions and are subject to many factors over which 
we have no control. Weather, crop conditions, the amount and kind 
of help given other nations and the demands of the government for 
national defense all have an important bearing on the general econ¬ 
omy and on the purchasing power of the consumer. 

The food business, however, is one of our most stable industries and 
on a comparative basis should fare well in 1949. Food is a necessity 
and although prices and dollar volume may vary with general eco¬ 
nomic conditions a substantial share of the national income will be 
used for its purchase. 

Irrespective of general conditions, Safeway should strengthen its 
position in 1949. It has during the past year reduced operating ex¬ 
pense percentages, eliminated undesirable and unprofitable locations, 
installed additional and more efficient equipment and streamlined its 





buying and warehousing operations so as to permit it to take full 
advantage of favorable supply and price situations and thereby avoid 
losses which would otherwise accompany a falling market. The com¬ 
pany is in a condition from both a financial and operating standpoint 
to forge ahead under the stiffest of competitive conditions. 


SPlole and 
fylale/ioube 
dact/ifieb 


Your management plans to continue a moderate building program 
during 1949, locating new stores in areas where the sales potential 
will be sufficient to insure a reasonable rental percentage and con¬ 
structing new warehouse facilities where existing ones are inadequate. 
The improvement program for existing stores will also be continued 
in effect. The operating efficiency of many stores can be improved to 
a marked extent through additional customer parking facilities and 
the installation of improved types of store equipment. 


iftnen 


Additional equipment for the sale of frozen foods will be installed 
during 1949 in stores where the expected demand for these products 
will justify the cost of the necessary equipment. Your company also 
plans to install equipment for the self-service sale of meats on an 
experimental basis in several large volume retail stores. 


Additional streamlining of processing operations and a continuation 
and extension of improved controls over inventories and bank accounts 
should enable your company to further reduce its capital require¬ 
ments and thereby strengthen its competitive and financial position. 


Our goal is to have all Safeway stores so operated that the public 
will look upon them as the best place at which to purchase their food 
requirements. To warrant this confidence the company must provide 
modern, well maintained and conveniently situated stores, operated 
under a price policy which will assure its customers of competitive 
prices at all times. In addition, it must by careful selection, con¬ 
structive training and fair employee relations policies maintain an 
organization capable of furnishing prompt, efficient service in a 
courteous friendly manner. 

* * * * * 

I wish to take this opportunity to welcome our new stockholders and to 
express to all stockholders my appreciation for their interest in the 
company and their support. I also desire to thank all employees for 
their cooperation during 1948. The continuation of this cooperation 
and support enables all of us to look forward to 1949 with confidence. 



President 


FINANCIAL STATEMENTS 


PEAT, MARWICK, MITCHELL & CO. 

Accountants 9 Report 

To the Board of Directors, 

Safeway Stores, Incorporated, 

Oakland, California 

We have examined the Consolidated Balance Sheet of Safeway 
Stores, Incorporated and certain subsidiaries consolidated and the 
Balance Sheets of its unconsolidated subsidiaries, Cortland Equipment 
Lessors, Incorporated, Salem Commodities, Incorporated and sub¬ 
sidiaries and Canada Safeway Limited and subsidiaries as of Decem¬ 
ber 31, 1948 and the related statements of Profit and Loss, Income and 
Surplus for the year then ended. Our examination was made in accord¬ 
ance with generally accepted auditing standards, and accordingly 
included such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. 

In our opinion, the accompanying Balance Sheets and statements of 
Profit and Loss, Income and Surplus present fairly the financial posi¬ 
tion respectively of (1) Safeway Stores, Incorporated and certain sub¬ 
sidiaries, (2) Cortland Equipment Lessors, Incorporated, (3) Salem 
Commodities, Incorporated and subsidiaries and (4) Canada Safeway 
Limited and subsidiaries at December 31, 1948 and the results of their 
operations for the year then ended, in conformity with generally ac¬ 
cepted accounting principles applied on a basis consistent with that of 
the preceding year, except for the change in classification of costs and 
expenses referred to in Note 9, which we approve. 

PEAT, MARWICK, MITCHELL & CO. 

San Francisco, California, 

February 25, 1949. 
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SAFEWAY STORES, INCORPORATED AND CERTAIN SUBSIDIARIES (Noie 1) 


^onto/ic/atecl ^Sa/ance 


AS OF DECEMBER 31, 1948 AND 1947 





1948 

1947 

Current Assets: 



Cash in banks and on hand. 

$ 24,550,745 

S 19,171,333 

Accounts receivable—trade, less reserve $61,923 .... 

647,151 

721,975 

Sundry accounts receivable. 

796,791 

907,936 

Dividends receivable from Canadian subsidiary (Note 5) 

1,794,236 

726,398 

Due from subsidiaries not consolidated. 

1,114,425 

1,049,279 

Inventories—at the lower of cost (first-in, first-out basis) or re¬ 
placement market, or retail inventory method .... 

64,854,094 

74,084,382 

Prepaid expenses—insurance, taxes, licenses, rents, supplies and 
miscellaneous. 

2,589,755 

2,179,703 

Total Current Assets . 

96.347,197 

98,841,006 

Funds held in trust in Canada (Note 2). 

3,292,198 

4,278,209 

Dividends receivable from Canadian subsidiary (Note 5) 

340,247 

273,710 

Investments in Subsidiaries not Consolidated (Note 1) : 

Cortland Equipment Lessors, Incorporated. 

6,693,926 

6,693,926 

Salem Commodities, Incorporated. 

12,485,148 

11,744,767 

Canada Safeway Limited (Note 5). 

5,340,777 

4,340,777 


24,519.851 

22,779,470 

Other Investments—at cost or less. 

276,952 

433,983 

Fixed Assets—at cost less depreciation (Note 3) : 

Land. 

4,675,093 

3,196,040 

Buildings. 

3,403,795 

3,316,654 

Leasehold improvements. 

2,990,676 

2,696,943 

Less depreciation. 

11,069,564 

1,233,387 

9,209,637 

1,104,699 


9,836,177 

8,104.938 

Debt Redemption Premium and Expense (prior issue)—balance 



unamortized. 

66,434 

76,855 

Total . 

$134,679,056 

$134,788,171 


Iff 


































SAFEWAY STORES, INCORPORATED AND CERTAIN SUBSIDIARIES (Note 1) 




AS OF DECEMBER 31, 1948 AND 1947 




1948 

Current Liabilities: 

Accounts and drafts payable.$ 20,187,911 

Accrued expenses. 6,966,266 

Dividend payable January 1, 1949 . 239,271 

Due to subsidiary not consolidated. 3,479,991 

Federal taxes on income, less 84,000,000 U. S. Treasury notes. 

Series “D” in 1948 1,764,332 

Total Current Liabilities . 32,637,771 

Notes Payable to Banks, 2*4%, due $1,000,000 annually December 

31, 1951 to 1954, and $16,000,000 December 31, 1955 . . 20,000,000 

Reserve for Discount on Canadian Exchange (Note 5) .... 156,538 


Capital and Surplus: 

5% Preferred Cumulative Stock, par value $100 per share (Note6): 

Authorized and outstanding, 1948—191,417 shares, 1947— 

195,869 shares. 19,141,700 

Preferred Stock, unclassified as to series, par value $100 per 

share: Authorized and unissued 290,775 shares .... - 

Common Stock, par value $5 per share: 

Authorized 4,500,000 shares 

Outstanding, 1948—2,570,645.32 shares (after deducting 


15,306.68 shares in treasury); 1947—2,570,647.32 shares . 12,853.226 

Paid-in Surplus. 9,956,849 

Earned Surplus (Note 7). 39,932,972 


81,884,747 

Contingent Liabilities and Commitments (Note 8) 

Total . $134,679,056 


1947 

$ 17,545,591 
5,624,119 
244,836 
10,425,464 

4,844,489 

38,684.499 


20,000,000 

156,538 


19,586,900 


12,853,236 

9,968,335 

33,538,663 

75,947,134 


$134,788,171 


The accompanying Notes to Financial Statements are an integral part of the foregoing 
Consolidated Balance Sheet as of December 31 , 1948. 
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SAFEWAY STORES, INCORPORATED AND CERTAIN SUBSIDIARIES (Note 1) 


f$afoment ^mi'wluhdcd and 

FOR THE YEAR ENDED DECEMBER 31, 1948 


Sales (Net). $1,178,702,381 

Cost of Sales (Notes 3 and 9). 1,034,813,724 

Gross Profit . 143,888,657 

Operating and Administrative Expenses (Notes 3 and 9) 128,544,584 

Net Operating Profit . 15,344,073 


Other Income: 

Interest received and sundry income. $ 72,551 

Gain on disposition of property, plant and equipment . . . 17,634 

Dividends from subsidiary companies not consolidated (Note 1) 2,024.375 


Other Charges: 

Interest on long-term debt. 450,000 

Premium and expense on long-term debt. 10,421 

Other interest. 48,661 

Payments to Employees’ Retirement Plan Trust Fund including 

$263,443 in respect of past service benefits. 1,388,102 

Other deductions. 25,212 

Profit before Income taxes . 


2,114,560 

17,458.633 


1,922,396 

15.536.237 


Provision for Income taxes: 
Federal normal and surtax 
Other income taxes 
Net Profit . 


5.275.730 

282.276 5,558,006 

$ 9.978,231 



The accompanying Notes to Financial Statements are an integral part of the foregoing 
Statement of Consolidated Profit and Loss. 
























SAFEWAY STORES, INCORPORATED AND CERTAIN SUBSIDIARIES (Note 1) 





FOR THE YEAR ENDED DECEMBER 31, 1948 


&cuct-in f/iw/i/uA 


Amount at December 31, 1947 . 

Deduct premium on 5% preferred stock retired less $33,034 charged 

to earned surplus. 

Amount at December 31, 1948 . 


$ 9,968,335 

11,486 
8 9,956,849 


(jar?te</ Sfurfi/uA 


Amount at December 31, 1947 . 

Add net profit for the year ended December 31, 1948 . 


$ 33,538,663 
9,978,231 
43.516.894 


Deduct: 

Cash dividends: 

Preferred stock—$5 per share. $ 973,780 

Common stock—$1 per share. 2,570,646 

Preferred stock of a subsidiary—$3.75 per share . . . 6,462 

3,550,888 


Premium on 5% preferred stock retired—excess of premium 

paid on redemption over net premium received .... 33.034 3,583,922 

Amount at December 31, 1948 (Note 7). 8 39,932,972 


The accompanying Notes to Financial Statements are an integral part of the foregoing 
Statements of Surplus. 
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CORTLAND EQUIPMENT LESSORS 


INCORPORATED 



^a/crnce 


AS OF DECEMBER 31, 1948 

AND 1947 



1948 

1947 

Current Assets: 



Cash in banks and on hand. 

$ 111.784 

* 432,738 

Fixed Assets—at cost less depreciation—leased (Note 3) : 



Store, warehouse and plant fixtures and equipment . 

39,788,066 

36,953,925 

Automotive equipment. 

11,563,584 

8,809,004 

Less depreciation. 

51,351,650 

26.864,748 

45,762,929 

24,969,824 


24,486,902 

20,793,105 

Fixtures and Equipment, in course of construction or installation . 

1,486,505 

1,614,081 

Office Furniture and Equipment—at cost, less depreciation—1948 
$38,870 . 

34.778 

43,746 

Total . 

$ 26,119.969 

$ 22,883.670 

Ul/</</*< j 



Current Liabilities: 



Notes payable to banks—installments due within one year (Note 4) 

S 4.810,000 

S 3,600,000 

Accounts payable and accrued expenses. 

21,686 

15,486 

Due to parent and affiliated companies. 

1,110,252 

1,067,153 

Federal income tax. 

166,057 

29,057 

Total Current Liabilities . 

6,107,995 

4,711,696 

Notes Payable to Banks (Note 4). 

13,290.000 

11,400,000 

Capital and Surplus: 



Common Stock—Authorized and outstanding—300.000 shares, 
par value $1 per share. 

300,000 

300,000 

Paid-in Surplus. 

6,393,926 

6,393,926 

Earned Surplus . 

28.048 

78,048 


6.721.974 

6,771.974 

Total .. 

$ 26.119.969 

$ 22.883.670 


The accompanying Notes to Financial Statements are an integral part of the foregoing 
20 Balance Sheet as of December 31, 1948. 

































CORTLAND EQUIPMENT LESSORS 


INCORPORATED 



FOR THE YEAR ENDED DECEMBER 31, 1948 


Income: 



Rental of fixed assets received from parent and affiliated companies 
(Note 3). 


86,033,410 

Expenses: 



Provision for depreciation (Note 3). 

85,115,456 


Administrative and general expenses. 

182,497 

5,297,953 

Other Charges: 


735,457 

Interest on notes payable. 

301,874 


Loss on disposition of fixed assets (net). 

108,221 


Payments to Employees’ Retirement Plan Trust Fund 

112 

410,207 

Profit before Income taxes . 


325,250 

Provision for Income taxes: 



Federal normal and surtax. 

169,000 


Other income taxes. 

16,250 

185,250 

Net Income . 


8 140,000 



FOR THE YEAR ENDED DECEMBER 31, 1948 


Amount at December 31, 1947 and 1948 


in fi/ur/i/u6 


Sawed S/urfi/uA 


Amount at December 31, 1947 . 

Net Income for the year ended December 31. 1948 


Deduct Dividends paid to parent company 
Amount at December 31, 1948 


86,393,926 


$ 78,048 

140,000 
218,048 
190.000 
8 28.048 


The accompanying Notes to Financial Statements are an integral part of the foregoing 
Statements of Income and Surplus. 
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SALEM COMMODITIES, INCORPORATED AND SUBSIDIARIES 




AS OF DECEMBER 31 , 1948 AND 1947 




Current Assets: 

Cash in banks and on hand. 

Accounts receivable—trade. 

Sundry accounts receivable. 

Due from parent and affiliated companies. 

Advances on purchases. 

Inventories—at the lower of cost (first-in. first-out basis) or re¬ 
placement market. 

Prepaid expenses—insurance, taxes, licenses, rents, supplies and 

miscellaneous. 

Total Current Assets . 

Fixed Assets—at cost, less depreciation (Note 3): 

Land. . 

Buildings. 

Plant fixtures and equipment. 

Leasehold improvements. 

Less depreciation. 

T otal . 




Current Liabilities: 

Notes payable to banks (Note 8). 

Accounts payable. 

Accrued expenses. 

Dividend payable .. 

Federal income tax. 

Total Current Liabilities . 

Preferred Stock, 5% cumulative, of subsidiary company . 

Capital and Surplus: 

Common Stock—Authorized and outstanding—300,000 shares. 

par value $1 per share. 

Paid-in Surplus. 

Earned Surplus . 

Total .. 


1948 

1947 



8 1,587,451 

8 6,315,328 

244,264 

239,172 

174,623 

233,813 

3,493,903 

10,452,314 

4,191 

180,990 

17,100,922 

18,435,592 

423,960 

363,957 

23,029,314 

36,221,166 

47,592 

71,427 

799,456 

348,959 

492,642 

199,215 

200,521 

1,538,905 

620,907 

277,720 

177,032 

1.261,185 

443,875 

8 24,290,499 

$ 36,665,041 


8 6,000.000 

8 18,000,000 

5,373,784 

6.675,557 

149.397 

149,831 

1,893 


95,458 

89.000 

11.620,532 

24.914,388 

151.500 



300,000 

300,000 

12.185,148 

11.444,767 

33.319 

5,886 

12.518.467 

11.750,653 

8 24,290.499 

$ 36,665,041 
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The accompanying Notes to Financial Statements are an integral part of the foregoing 
Consolidated Balance Sheet as of December 31, 1948. 




















































SALEM COMMODITIES 


INCORPORATED AND SUBSIDIARIES 


f$a/enient ^onbo/idated 0w^it and 

FOR THE YEAR ENDED DECEMBER 31, 1948 


Sales (net): 

To the public. $ 9,113,405 

To parent and affiliated companies. 331,184,781 

340,298,186 

Cost of Sales (Notes 3 and 9). 334,740,911 

Gross Profit . 5,557,275 

Operating and Administrative Expenses (Notes 3 and 9) 5,047,278 

Net Operating Profit . 509,997 

Other Income: 

Interest received. 865 

510,862 

Other Charges: 


Interest on notes payable. $301,456 

Loss on disposition of property, plant and equipment . . . 12,844 


Payments to Employees’ Retirement Plan Trust Fund including 

$13,925 in respect of past service benefits. 73,671 387,971 

Profit before Income tax . 122,891 

Provision for Income tax: 

Federal normal and surtax. 95,458 

Net Profit . $ 27,433 


FOR THE YEAR ENDED DECEMBER 31, 1948 


&aul=€n 


Amount at December 31, 1947 . 

Amount donated by parent company, consisting of assets less 

liabilities of a manufacturing subsidiary. 

Amount at December 31, 1948 . 


Samed 


Amount at December 31, 1947 . 

Net Profit for the year ended December 31, 1948 . 

Amount at December 31, 1948 . 


$ 11,444,767 

740,381 
< 12,185,148 


$ 5,886 

27,433 
$ 33,319 


2:1 


The accompanying Notes to Financial Statements are an integral part of the foregoing 
Consolidated Statements of Profit and Loss and Surplus. 































CANADA SAFEWAY LIMITED AND SUBSIDIARIES 


^OowAo/idated ^Aa/ance 


AS OF DECEMBER 31, 1948 AND 1947 


(Stated in Canadian Dollars ) 




Current Assets: 

Cash in banks and on hand. 

Accounts receivable—trade, less reserve $12,800 . 

Sundry accounts receivable. 

Advances on purchases. 

Inventories—at the lower of cost (first-in, first-out basis) or re¬ 
placement market or retail inventory method . 

Prepaid expenses—insurance, taxes, licenses, supplies and miscel¬ 
laneous . 

Total Current Assets . . . . 

Investments: 

Security investments—at cost. 

Other investments—at cost or less. 

Fixed Assets—at cost, less depreciation: 

Land. 

Buildings. 

Leasehold improvements. 

Store, warehouse and plant fixtures and equipment ... 
Automotive equipment. 

Less depreciation. 

T otal . 




Current Liabilities: 

Accounts payable. 

Accrued expenses. 

Accrued dividend on preferred stock in hands of public . 

Dividends payable tQ parent company. 

Due to parent and affiliated companies. 

Canadian income taxes. 

Total Current Liabilities . 

31/4% Collateral Trust Debentures due $150,000 annually December 
31, 1951 to 1956 and $2,100,000 June 16, 1957 . . 

Capital and Surplus: 

41 / 0 % Cumulative Redeemable Preferred Stock, par value $100 
per share (Note 6): 

Authorized—1948—70,000 shares, 1947—20.000 shares 
Outstanding—1948—45,000 shares, 1947—20,000 shares . 
Common Stock, par value $100 per share: 

Authorized and outstanding—28,000 shares . 

Paid-in Surplus. 

Earned Surplus. 

Total . 


1948 

1947 

$ 4,166,151 

$ 3,355,199 

890,370 

949,038 

118,422 

99,886 

29,265 

18,318 

8,221,148 

7,139,084 

139,194 

82,432 

13,564,550 

11,643,957 

162,694 

162,694 

57,051 

59,242 

219,745 

221,936 

507,309 

371,821 

298,948 

105,533 

166.698 

138,215 

3,072,766 

2,564,247 

106,483 

87,363 

4,152,204 

3,267,179 

2,011,027 

1,874,929 

2,141,177 

1,392,250 

$ 15,925,472 

S 13,258,143 


1948 

1947 

$ 2,174,598 

$ 1,976,829 

502,094 

287,729 

7,500 

7,500 

2,134,483 

1,000,108 

18,085 

1,508,976 

721,223 

627,349 

5,557,983 

5,408,491 

3,000,000 

3,000,000 


4,500,000 

2.000,000 

2,800,000 

2,800,000 

40,777 

40,777 

26,712 

8,875 

7,367,489 

4,849,652 

$ 15.925,472 

$ 13,258,143 
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The accompanying Notes to Financial Statements are an integral part of the foregoing 
Consolidated Balance Sheet as of December 31, 1948. 
















































CANADA SAFEWAY LIMITED AND SUBSIDIARIES 


S/fodemew/ of Sm/xdida/ed SS-cf(/ and SSoM 


FOR THE YEAR ENDED DECEMBER 31, 1948 


(Stated in Canadian Dollars) 


Sales (net). 

Cost of Sales (Notes 3 and 9). 

Gross Profit . 

Operating and Administrative Expenses (Notes 3 and 9) . 

Net Operating Profit . 

Other Income: 

Interest and dividends received. 


Other Charges: 

Interest on long-term debt. $ 97,500 

Loss on disposition of property, plant and equipment . . . 8,048 

Payments to Employees’ Retirement' Plan Trust Fund including 

$47,134 in respect of past service benefits. 141,423 

Other deductions. 2,370 

Profit before Income taxes . 

Provision for Canadian Income taxes. 

Net Profit (Note 1). 


$ 88,977,035 
78,683,566 
10,293,469 
7,114,403 
3,179,066 

10,937 

3,190,003 


249,341 
2.940,662 
998,450 
$ 1.942.212 


f~/tatemenfo of* SStrfiai 


FOR THE YEAR ENDED DECEMBER 31, 1948 


(Stated in Canadian Dollars) 


Amount at December 31, 1947 and 1948 



Sawed S/twf/uA 


Amount at December 31, 1947 . 

Add net profit for the year ended December 31. 1948 (Note 1) 


Deduct cash dividends paid or accrued: 

Preferred stock: 

To public—20,000 shares at $4.50 per share. $ 90,000 

To parent company—25.000 shares at 37!/2 cents per share, for 

one month. 9,375 

Common stock—To parent company. 1,825.000 

Amount at December 31, 1948 . 


$ 40,777 


$ 8,875 

1,942,212 
1,951,087 


1,924,375 
$ 26,712 


The accompanying Notes to Financial Statements are an integral part of the foregoing 
Statements of Consolidated Profit and Loss and Surplus. 
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Notes to Financial Statements 


zAcde / 


*Aole 2 

tAc/e 3 

JVc/e 4 
Able 5 

Able 6 

Able 7 
Ade 8 

Able 9 


Principles of Consolidation. The consolidated financial statements of Safeway Stores, Incor¬ 
porated include all subsidiaries except (1) Cortland Equipment Lessors, Incorporated (the activities 
of which are confined to the ownership and financing of store and other equipment leased to and 
used by Safeway Stores, Incorporated and its U. S. subsidiaries), (2) Salem Commodities, Incor¬ 
porated and its subsidiaries (the activities of which are confined to the purchase, manufacture, 
storage, etc. of reserve merchandise in advance of the normal requirements of the chain store opera¬ 
tions and include certain activities formerly carried on directly by departments of the parent com¬ 
pany), and (3) Canada Safeway Limited and its subsidiaries (the operations of which are confined 
to the Dominion of Canada, in which country exchange restrictions are in effect). 

Financial statements of the subsidiaries of Safeway Stores, Incorporated not included in its con¬ 
solidated financial statements are submitted separately herewith. The financial statements of Salem 
Commodities, Incorporated and Canada Safeway Limited include all subsidiaries of those companies. 
The Statement of Profit and Loss of Canada Safeway Limited and subsidiaries includes the opera¬ 
tions of Cardiff Co. Ltd. for the year, although during a portion of the year this company was a 
subsidiary of Safeway Stores, Incorporated. 

The parent company’s investment in subsidiaries not consolidated is stated at $88,080 less than 
the amount of the underlying assets, representing the undistributed profits of the subsidiaries at 
December 31, 1948. The net profit of the subsidiaries not consolidated for the year ended December 
31, 1948 amounted to $2,109,645; dividends paid by the subsidiaries amounted to $2,114,375 of which 
$2,024,375 was to, and is included in the statement of profit and loss of the parent company. 

Funds Held in Trust in Canada. These funds, which have been converted dollar for dollar into 
U. S. funds, are held in trust in Canada and are subject to the regulations of the Canadian Foreign 
Exchange Control Board with respect to date of withdrawal and rate of exchange at which with¬ 
drawal may be made. As the funds, in large measure, represent the realization of funds previously 
invested in Canadian assets and, as it is anticipated that, in substantial part, they will be reinvested 
in Canadian assets, no provision for discount has been made over and above that included in the 
reserve carried forward in respect of Canadian assets at December 31, 1946. (Note 5) 


Fixed Assets. Store, warehouse and plant fixtures, and automotive and other equipment used by 
Safeway Stores, Incorporated and its U. S. subsidiaries are leased by Safeway Stores, Incorporated 
from Cortland Equipment Lessors, Incorporated. The amounts included in the accompanying accounts 
for depreciation and for rental of equipment owned by Cortland Equipment Lessors, Incorporated are: 

Depreciation Rental 


Safeway Stores, Incorporated and certain subsidiaries . 
Salem Commodities, Incorporated and subsidiaries 
Cortland Equipment Lessors, Incorporated 
Canada Safeway Limited and subsidiaries . . . . 


S 561,748 $5,587,504 

84,707 445,906 

5,115,456 — 

262,506 — 


Notes Payable of Cortland Equipment Lessors , Incorporated. The notes payable to banks 
bear interest at from V/ 2 % to 3% per annum and are payable in quarterly installments of decreasing 
amounts from 1949 to 1957. As security for payment of these notes, the company has assigned to the 
custodian for the lenders all rents receivable under the lease with Safeway Stores, Incorporated. 

Reserve for Discount on Canadian Exchange. Dividends receivable from Canadian subsidi¬ 
aries have been stated dollar for dollar in U. S. currency, and there has been carried forward the 
reserve of $156,538 for discount on Canadian exchange, provided upon consolidation of Canadian 
assets at December 31, 1946. The parent company’s investment in Canadian subsidiaries, together 
with the amount of the funds held in trust in Canada was substantially unchanged from the begin¬ 
ning of the year. 

Preferred Cumulative Stock. The preferred cumulative stock of Safeway Stores, Incorporated 
is redeemable on call and on voluntary or involuntary liquidation at a premium of $10 per share, an 
aggregate premium of $1,914,170 on the preferred stock outstanding. The redemption premium on 
the preferred stock of Canada Safeway Limited, is $3.00 per share, an aggregate of $60,000 on the 
preferred stock outstanding in the hands of the public. 

Restrictions on Surplus. Under the terms of the 2%% note issue now outstanding the amount 
of the consolidated earned surplus at December 31, 1948 was restricted to the extent of $14,005,448 
in respect of dividend payments on preferred stock and to the extent of $17,005,448 in respect of 
dividend payments on common stock. 

Contingent Liabilities and Commitments. The following are certain contingent liabilities of 
the company: 

Safeway Stores, Incorporated is obligated to purchase all merchandise bought or manufactured by 
Salem Commodities, Incorporated, under a purchase agreement. 

The company is contingently liable for $170,993 in respect of guarantees of mortgages on store 
buildings erected and sold and chattel mortgages of suppliers. 

Federal income tax returns for 1946 and subsequent years are subject to final review. 

Lawsuits incidental to the companies* operations are reasonably covered by insurance. 

Cost of Sales and Expenses. Certain items of costs and expenses incidental to the companies* 
manufacturing and warehousing operations are included in the accompanying statements of profit 
and loss as cost of sales instead of as operating and administrative expenses as in previous years. The 
amount involved in the consolidated profit and loss account of Safeway Stores, Incorporated and 
certain subsidiaries is estimated to be approximately $37,000,000. 
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